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/ Question 1 Consider the problem of maximizing the function f(z,y) = z% -t + 44°
subject to the constraint 2z + 2y =1. 7

(a) Use second order conditions to show that the point (z,y,p) = (0,0.5,2} is a
4 minimum.
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é (b) Use the envelope theorem to estimate the maximum of the same function under
the constraint 22+ 2y = 1.1 and the maximum m under the constraint 2z+2.1y = 1.
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i o Quesgtion. 2 Answer the following: . .

. (a) Use Euler’s formula to show that the function z1/3y1/8 is homogeneous.
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.. (b) Use fz/f, to show that the function f(z,y) = ~—i—— is homothetic.
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